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On 15 March 2014, Desmond was resting at home browsing through again, in a more thorough 
manner, two insurance brochures given by Alan, his friend and an insurance agent from AIA 
Bhd. In view of he had no health insurance coverage and intended to buy one, Desmond had 
approached Alan and was being recommended two health insurance policies, namely A-Life 
Med Regular and A-Life Critical Care. Hence, after a close scrutiny of the two insurance 
brochures, Desmond would weigh the benefits and costs of the two recommended insurance 
policies and then make a decision to purchase health insurance that he thought was appropriate to 
serve his needs.    
 
BACKGROUND OF DESMOND AND ALAN 
Desmond was aged 20 and he was still single. He stayed with his parents and used family car to 
move around for work and at leisure. He did not have much financial commitments. Other than 
making contributions of RM275 monthly to the retirement fund (called Employees Provident 
Fund) and paying about RM1,200 for his own food and other personal expenditures, he did not 
have any loan repayment commitments for hire purchase and mortgage. 
 
Desmond and Alan knew each other when they were at secondary school. After completing their 
secondary education, Desmond worked for his father, who run a well established family 
business, and was paid a monthly salary of RM2,500. Meanwhile, Alan joined AIA Bhd and 
started his career as a life agent.  
 
 




Desmond and Alan were rather close friends ever since schooling time. After leaving school, 
these two young men maintained to keep in touch with each other from time to time. Recently, 
Desmond read about the importance of health insurance. In view of he had no insurance 
coverage, Desmond intended to buy health insurance after reading about its importance.  
Desmond asked Alan to make recommendations to him. Subsequent to Desmond’s request, Alan 
had proposed two health insurance policies of AIA, namely A-Life Med Regular and A-Life 
Critical Care, for his consideration. 
    
BACKGROUND OF AIA BHD (AIA) 
AIA Bhd was formerly known as American International Assurance Bhd. It was a member of 
AIA Group, a leading life insurance organization in Asia which had served diverse customers 
across the world for 90 years.  
 
AIA started its business in Kuala Lumpur in 1948. Since then AIA had dominant presence and 
made significant footprint in the Malaysian market. It had been around for about 66 years now 
and emerged to be one of the country’s largest life insurers. As at end 2013, AIA had a paid-up 
capital of RM767 million, its total assets were worth RM42 billion and it had a customer base of 
over 2.6 million nationwide. 
 
AIA had strong financial strength and vast experience in insurance industry. It also had a 
comprehensive range of insurance products and easy accessible distribution networks. AIA 
offered a wide array of insurance products catering for different purposes ranging from 
protection, health, retirement, employee benefits, personal accident and general insurance, 
providing for both conventional and Islamic insurance options to meet its customers’ financial 
security needs at their different stages of life. Further, AIA had engaged various distribution 
channels to reach its customers. Its diverse distribution channels comprising corporate sales 
teams, agency forces, exclusive bank partners’ branches nationwide and brokers had provided its 








A-LIFE MED REGULAR  
A-Life Med Regular was a standalone comprehensive health insurance providing medical 
protection up to age 100 of the insured. It was available to individuals aged between 14 days and 
70 years old. It had three choices of medical plans for the individuals to choose from, namely 
Plan-150, Plan-200 and Plan-250. (Refer to Exhibit-1 for the schedule of benefits of A-Life Med 
Regular.) Besides that, the individuals were given an option to extend the coverage to their 
immediate family members (such as spouse and/or children) and this would allow all the family 
members under the family plan to enjoy the benefits of the same plan. 
 
A-Life Med Regular could provide for the individuals’ long term medical costs of hospitalization 
and surgical expenses. It would pay for the insureds’ medical claim in full, without imposing any 
co-insurance or deductible charges. There was also no lifetime limit attached to it. In addition, a 
medical card was provided to the insureds to facilitate a hassle-free hospital admission at a panel 
hospital.  
 
Other than being health insurance, A-Life Med Regular also contained a referral emergency 
assistance (REA) programme offering five major types of assistance services worldwide to its 
policyholders by calling and reversing the call charges of a specified 24-hour hotline. The five 
major assistance services provided were international medical assistance service, domestic 
medical assistance service, car assistance service, home assistance service and travel assistance 
service. (Refer to Exhibit-2 for the REA programme services of A-Life Med Regular.) 
 
The premium rates for A-Life Med Regular were not level. Its premium rates would increase 
when the age of the insured had increased. The premium rate payable would depend on the 
insured’s attained age at the next birthday when the premium was due. Furthermore, the 
premium rates for A-Life Med Regular were not guaranteed and AIA had the rights to revise the 
premium rates by giving the policyholders three months written notice prior to the next policy 
anniversary. (Refer to Exhibit-3 for Annual Premium Rates of A-Life Med Regular.) 
 
 




A-LIFE CRITICAL CARE 
A-Life Critical Care was an all-in-one protection insurance providing essential cover for 36 
critical illnesses, death and total and permanent disability (TPD). (Refer to Exhibit-4 for the list 
of 36 critical illnesses.) The coverage for critical illness and death was up to age 85 of the 
insured while the coverage for TPD was up to age 65 only. It was available to individuals aged 
between 14 days and 70 years old with a minimum sum assured of RM20,000.   
 
A-Life Critical Care had the following unique features: 
 
(a) It was a participating policy. The policyholders could gain extra payout, in the form of 
dividends, by sharing in the profits of AIA. However, dividend payments were not 
guaranteed and they could increase or decrease depending on the operation and investment 
results experienced by AIA. As such annual dividends (if any) and terminal dividend (if 
any) would be available for participating policyholders. For annual dividends, they (if any) 
would be payable every year from the end of the first policy year until policy maturity. The 
annual dividends could be opted to be paid out in cash at the end of every year (called cash 
payout option), or they would automatically be accumulated under the policy at the 
prevailing interest rates to be determined by AIA (called cash accumulation option). For 
terminal dividend, it (if any) would be payable upon policy termination resulting from 
surrender of policy or death/ TPD/ critical illness of the insured, or upon policy maturity 
when the insured aged 85.  
 
(b) It could increase protection coverage amount automatically during the insured’s most 
productive years. The sum assured would increase starting from the second policy year up 
to a total of 200% of the initial sum assured and then it would remain at 160% of the initial 
sum assured after the 30
th
 policy year or until age 75 of the insured, whichever was later. 
(Refer to Exhibit-5 for the scale of increasing sum assured based on policy year.) 
 
 




(c) It would continue to provide for coverage on death upon critical illness claim. After the 
claim of critical illness had been made, the plan would not be terminated. The insured 
would continue to be covered for death at 25% of the initial sum assured up to age 85 
(subject to the insured surviving for 30 days upon diagnosis of the critical illness) at no 
premium required under the extended coverage.  
 
(d) It would provide for funeral expense benefit upon death of the insured which was 
equivalent to 5% of the initial sum assured or up to a maximum of RM10,000. 
 
(e) It would make a lump sum maturity benefit payment at age 85 of the insured. The amount 
of maturity benefit consists of initial sum assured, additional sum assured (according to the 
scale of the increasing sum assured), accumulated annual dividends (if any, under cash 
accumulation option) and terminal dividend (if any), less any indebtedness. 
 
There were two premium payment terms available for individuals to choose at time of policy 
application: 
 
(i)  a limited premium payment term of 20 years, or until age 55, whichever was longer; or  
(ii)  a full premium payment term until age 85. 
 
The premium rates for A-Life Critical Care were level and based on the age at the issue date of 
the policy. Moreover, the premium rates for A-Life Critical Care were guaranteed. (Refer to 
Exhibit-6 for Annual Premium Rates of A-Life Critical Care.) 
  
DESICION TO PURCHASE: A-LIFE MED REGULAR AND/OR A-LIFE CRITICAL 
CARE? 
Desmond had spent the whole morning carefully studying the details in the insurance brochures 
of A-Life Med Regular and A-Life Critical Care. He was able to assess which policy would 
better serve his needs and subsequently to make a decision to purchase health insurance.    
 
 






Exhibit 1: The Schedule of Benefits of A-Life Med Regular  
 






1 Hospital Room and Board 
(120 days maximum per policy year) 
150 200 250 
2 Additional Hospital Room and Board whilst Overseas 
(120 days maximum per policy year) 
150 200 250 
3 Intensive Care Unit 









As Charged, subject to  
Reasonable and  
Customary Charges 
4 Hospital Supplies and Services 
5 Surgical Fees 
6 Operating Theatre Fees 
7 Anaesthetist’s Fees 
8 In-Hospital Physician’s Visit 
(240 visits maximum per policy year) 
9 Pre-Hospitalization Treatment 
(within 60 days prior to hospitalization) 
 Diagnostic Tests 
 Specialist Consultation 
 Medication and Treatment 
       (RM300 maximum per disability) 
10  Post-Hospitalization Treatment 
(within 120 days after hospitalization) 
 Out-Patient Diagnostic X-Ray and Lab Tests 
 Medical Expenses and Consultation 
11 Day Procedure 
12 Out-Patient Physiotherapy and Acupuncture 
(per policy year and within 60 days after hospitalization)  
4,000 6,000 8,000 
13 Home Nursing Care (per confinement) 
(180 days lifetime limit) 
3,000 4,000 5,000 
14 Organ / Bone Marrow Transplant As Charged, subject to Reasonable and 
Customary Charges 
15 Daily Cash Allowance at Government Hospital 
(120 days maximum per policy year) 
100 100 100 
16 Daily Guardian 
(120 days maximum per policy year) 
90 110 130 
17  Malaysian Government Service Tax As Charged, subject to Hospital Room 
and Board Entitlement  
 Annual Limit Per Insured (Items 1 to 17) 100,000 125,000 150,000 
 Overall Lifetime Limit Per Insured N/A N/A N/A 
18 Emergency Accidental Out-Patient Treatment and 30 Days 
Follow-Up Treatment at Hospital and Clinic (per accident) 
2,000 2,500 3,000 
19 Emergency Accidental Out-Patient Dental Treatment (per 
accident) 
3,000 4,000 5,000 
20  Out-Patient Kidney Dialysis Treatment and Out-Patient  
Cancer Treatment (per lifetime) 
250,000 312,500 375,000 
21 Emergency Medical Evacuation and Repatriation (per event) USD 1mil USD 1mil USD 1mil 
 
 




Exhibit-2: The Referral Emergency Assistance (REA) Programme Services of A-Life Med 
Regular 
 
REA Programme Assistance Service 
International Medical Assistance Programme Provides emergency medical evacuation and 
repatriation, repatriation of mortal remains, 
medical assistance and travel information 
Domestic Medical Assistance Programme Provides emergency medical evacuation and 
repatriation, and medical assistance 
Car Assistance Programme Provides emergency towing and minor 
roadside repair, car rental assistance and 
referral to service centers 
Home Assistance Programme Provides plumbing, locksmith, general repair, 
air conditioning and pest control assistance 
Travel Assistance Programme Provides information such as Visa, passport 
and inoculation requirements 
Assists in location of lost items, emergency 








Exhibit-3: Annual Premium Rates of A-Life Med Regular for Male Insured for 


















0 996.00 1,138.00 1,365.00  51 1,699.50 1,818.00 2,271.00 
1 996.00 1,138.00 1,365.00  52 1,699.50 1,818.00 2,271.00 
2 996.00 1,138.00 1,365.00  53 1,699.50 1,818.00 2,271.00 
3 976.50 1,110.00 1,277.50  54 1,699.50 1,818.00 2,271.00 
4 931.50 988.00 1,152.50  55 1,738.00 2,258.00 2,923.00 
5 741.00 881.00 1,143.00  56 2,259.00 2,460.00 2,923.00 
6 676.50 806.00 965.00  57 2,259.00 2,460.00 2,923.00 
7 676.50 806.00 965.00  58 2,259.00 2,460.00 2,923.00 
8 676.50 806.00 965.00  59 2,259.00 2,460.00 2,923.00 
9 676.50 806.00 965.00  60 2,259.00 2,750.00 3,494.00 
10 676.50 806.00 965.00  61 3,900.00 4,186.00 5,140.00 
11 556.50 658.00 787.50  62 3,900.00 4,186.00 5,140.00 
12 556.50 658.00 787.50  63 3,900.00 4,186.00 5,140.00 
13 556.50 658.00 787.50  64 3,900.00 4,186.00 5,140.00 
14 556.50 658.00 787.50  65 3,900.00 4,186.00 5,140.00 
15 556.50 658.00 787.50  66 5,460.00 5,860.50 7,196.00 
16 662.00 777.00 1,010.00  67 6,055.00 6,413.00 7,726.00 
17 662.00 777.00 1,010.00  68 6,650.00 6,966.00 8,256.00 
18 662.00 777.00 1,010.00  69 6,800.00 7,518.50 8,785.50 
19 662.00 777.00 1,010.00  70 7,195.00 8,071.50 10,375.50 
20 662.00 777.00 1,010.00  71* 7,462.50 8,624.00 11,965.00 
21 687.00 777.00 1,010.00  72* 7,803.00 9,046.00 12,465.00 
22 687.00 760.00 923.00  73* 8,158.50 9,492.00 12,990.00 
23 687.00 760.00 923.00  74* 8,533.50 9,960.00 13,542.50 
24 687.00 760.00 923.00  75* 8,925.00 10,450.00 14,120.00 
25 687.00 760.00 923.00  76* 9,339.00 10,962.00 14,730.00 
26 687.00 760.00 923.00  77* 9,772.50 11,504.00 15,370.00 
27 687.00 760.00 923.00  78* 10,227.00 12,070.00 16,042.50 
28 687.00 760.00 923.00  79* 10,704.00 12,666.00 16,747.50 
29 687.00 760.00 923.00  80* 11,206.50 13,290.00 17,487.50 
30 698.00 906.00 1,174.00  81* 11,731.50 13,946.00 18,267.50 
31 698.00 906.00 1,174.00  82* 12,286.50 14,636.00 19,085.00 
32 698.00 906.00 1,174.00  83* 12,867.00 15,362.00 19,937.50 
33 698.00 906.00 1,174.00  84* 13,477.50 16,122.00 20,840.00 
34 698.00 906.00 1,174.00  85* 14,118.00 16,920.00 21,787.50 
35 698.00 906.00 1,174.00  86* 14,521.50 17,424.00 22,380.00 
36 852.00 906.00 1,174.00  87* 14,938.50 17,940.00 22,992.50 
37 852.00 906.00 1,174.00  88* 15,364.50 18,476.00 23,627.50 
38 852.00 906.00 1,174.00  89* 15,805.50 19,024.00 24,280.00 
39 852.00 906.00 1,174.00  90* 16,257.00 19,592.00 24,950.00 
40 907.00 1,177.00 1,526.00  91* 16,726.50 20,174.00 25,640.00 
41 979.50 1,177.00 1,526.00  92* 17,209.50 20,776.00 26,350.00 
42 979.50 1,177.00 1,526.00  93* 17,703.00 21,394.00 27,085.00 
43 979.50 1,177.00 1,526.00  94* 18,214.50 22,030.00 27,840.00 
44 979.50 1,177.00 1,526.00  95* 18,741.00 22,686.00 28,617.50 
45 979.50 1,177.00 1,526.00  96* 19,282.50 23,360.00 29,417.50 
46 1,399.50 1,516.00 1,745.00  97* 19,842.00 24,056.00 30,242.50 
47 1,399.50 1,516.00 1,745.00  98* 20,415.00 24,774.00 31,092.50 
48 1,399.50 1,516.00 1,745.00  99* 21,007.50 25,512.00 31,967.50 
49 1,399.50 1,516.00 1,745.00      
50 1,399.50 1,749.00 2,271.00  * For renewals only 
 




Exhibit 4: The List of 36 Critical Illnesses 
 
Stroke End stage lung disease Alzheimer’s disease / 
irreversible organic 
degenerative brain disorders 
Cancer End stage kidney failure 
Heart attack Surgery to aorta  
Coronary artery by-pass 
surgery 
Chronic aplastic anaemia Motor neuron disease 
Parkinson’s disease 
Other serious coronary  
artery disease 
Major organ /  
bone marrow transplant 
Terminal illness 
Encephalitis 
Angioplasty and other 
invasive treatments for  
major coronary artery  
disease 
Blindness /  
total loss of sight 
Benign brain tumour 
Major head trauma 
Deafness /  
total loss of hearing 
Bacterial meningitis 
Medullary cystic disease 
Heart valve surgery Loss of speech Brain surgery 
Fulminant viral hepatitis Coma Loss of independent  
existence Major burns 
End stage liver failure Multiple sclerosis HIV due to blood  
transfusion Primary Pulmonary  
arterial hypertension 
Paralysis / paraplegia 




Exhibit 5: The Scale of Increasing Sum Assured based on Policy Year 
 
Policy Year 
Additional Sum Assured  
% 
1 NIL 
2 – 4 10 
5 – 9 20 
10 – 14 40 
15 – 19 60 
20 – 24 80 





Exhibit-6: Annual Premium Rates of A-Life Critical Care 
 
Annual premium for a non-smoker male of standard health with sum assured of RM100,000: 
Premium Payment Term Age 
20 years old 30 years old 40 years old 
Limited premium payment term of 20 
years or until age 55, whichever is longer 
RM3,622 RM5,417 RM8,088 
Full premium payment term until age 85 RM2,530 RM3,593 RM5,387 
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